


































SUPPLEMENTAL APPROPRIATION BILL, 1953 


FRIDAY, JUNE 13, 1952 






Unirep Srates SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 11 a. m., pursuant to call, in room F-37, the 
Capitol, Hon. Kenneth McKellar, chairman, presiding. 
Present : Senators McKellar, Hayden, Ellender, McClellan, Robert- 
son, Bridges, Ferguson, Cordon, Saltonstall, Knowland, and Thye. 


DEPARTMENT OF STATE 


GOVERNMENT IN Occurrep ArgAs, AUSTRIA 


STATEMENT OF AMBASSADOR WALTER J. DONNELLY, ACCOM- 
PANIED BY ORVILLE H. TRANSTRUM, DIRECTOR OF ADMINIS- 
TRATION, OFFICE OF THE UNITED STATES HIGH COMMISSIONER 
FOR AUSTRIA; ASSISTANT SECRETARY GEORGE W. PERKINS; 
EDGAR P. ALLEN, POLITICAL AFFAIRS OFFICER, DEPARTMENT 
OF STATE; HERMAN POLLACK, DEPUTY EXECUTIVE DIRECTOR, 
BUREAU OF EUROPEAN AFFAIRS; FREDERICK IRVING, FOREIGN 
MANAGEMENT OFFICER, BUREAU OF EUROPEAN AFFAIRS; 
CARLISLE H. HUMELSINE, DEPUTY UNDER SECRETARY OF 
STATE; AND EDWARD B. WILBER, BUDGET OFFICER, STATE 
DEPARTMENT 





FOUR OCCUPYING POWERS 





Chairman McKetrar. All right, Mr. Ambassador, the field is yours. 
Go right ahead. 

Ambassador Donnetiy. Thank you, Mr. Chairman. 

First, I want to thank you, Mr. Chairman, and your colleagues for 
making it possible for us to appear here this morning. It will enable 
me to return to Vienna next week and resume my job. We are going 
through a rather important period in Europe right now. It bears 
very careful watching of each and every development. 

I have prepared a statement. With your permission, I shall read 
it, and you may wish to ask questions following it. 

Senator Corvon. Do you prefer to go through it without interrup- 
tion, Mr. Ambassador ? 
Ambassador Donnetiy. That is entirely up to you, Senator. 
Senator Corpon. It is up to you. 
Ambassador Donnetty. I will be guided by your wishes. 
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“hairman McKetiar. You can just tell us about it if you wish, 
and put your statement in the record. You just follow your own 
wishes. 

Ambassador Donne.ty. Thank you. 

Austria, gentlemen, is a country straddled by four occupation 
powers; a country with a great historical past, but whose recovery 
from the devasting effects of the last war is made difficult by the 
exploitation of an important a of the country by the Soviets. It 
is a country almost surrounded by satellites of the Soviet Union, and a 
country half of whose population and whose capital city, Vienna, lie 
behind the Soviet demarcation lines. Nevertheless, Austria has the 
will and the courage to oppose Communist pressure and intimidation. 
Austria, though hard pressed by the Soviets, has alined herself—and 
very definitely—with the western democracies in their fight for human 
jiberty and justice. 


1943 DECLARATION FOR FREE AUSTRIA 


In 1943, a declaration was signed by the Western Powers and the 
Soviet Union in which all parties pledege the reestablishment of a free 
and independent. Austria. 

We are not at war with Austria. We made that pledge because 
Austria was the first country to be overrun by Hitler in 1938, 


1945 OCCUPATION 


In 1945, a four-power occupation of Austria was set up until a treaty 
could be negotiated. Today, 7 years after the end of hostilities, Aus- 


tria is still occupied. 

United States policy calls for the completion of a treaty and the 
restoration of Austria’s independence and sovereignty. Since 1947, 
there have been 258 meetings on the treaty. There have been many 
agreements, sid although there are still five unsettled major problems 
these could be solved if the Soviets had the desire to abide by their 
original declaration to give Austria her freedom and independence. 
Instead, they have used one pretext after another to delay the Austrian 
treaty. They have delayed by refusing to discuss the treaty until 
Austria paid for postwar relief, originally announced as Stalin’s gift 
to the Austrian people. 


’ 


RUSSIAN DELAYS 


Later, they charged the Austrian Government and the Western 
Powers with encouraging a revival of Nazism and the remilitarization 
of Austria. At another meeting, they accused the West of violating 
the Italian treaty with respect to Trieste and said they could not dis- 
cuss the Austrian treaty until the Trieste problem had been solved. 

In January of this year, the Soviets did not even bother to appear 
at the scheduled Deputies Conference in London. On March 13, 1952, 
the Western Powers sent the Soivet Union a new proposal for a brief, 
simple treaty which would end the occupation of Austria. The 
Soviets have not replied, evidently because they have run out.of pre- 
texts and can think of no other excuse for evading this obligation. 
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For us, the result is that so long as the Soviets refuse to conclude the 
treaty, we must remain in Austria. 


CROSSROADS OF EUROPE 


I feel strongly that in addition to our regard for the freedom and 
integrity of Austria, our national interest ‘demands that we remain 
in this strategic area of central Europe. Austria lies at the cross- 
roads of Europe. For centuries Austria has beeen the dividing line 
between the east and the west. Austria remains today the most 
eastern outpost of democracy, with Vienna lying east of Berlin. For 
centuries Austria has been the cultural and tr ading center of the Jands 
of central Europe. Today more than ever before the subjugated a 
of the satellite nations—Czechoslovakia, Hungary, Poland, Bulgaria, 
and Rumania—have their eyes on a free and democratic Austria. 

I also feel that we should not overlook the important role which 
the Austrian people themselves play in helping to sig te their 
own and our policy objectives. As I mentioned before, half the popu- 
lation of Austria, including that of Vienna, lies behind the Soviet de- 
mareation line. Kidnapings on the streets at Soviet gunpoint have 
been not. infrequent. The Soviets are not reluctant to make their 
power felt over the lives and liberties of the population generally. 
On occasion they will remove the burgomeister of a village or the 
police chief of a fairly large town or any other Austrian whom they 
feel commands the attention of his fellow citizens. The Soviets will 
not merely remove the man from office, but have sometimes sent him off 
to Siberia or a Soviet prison for an indefinite period of time. Some- 
times no explanation is given; sometimes the only explanation in such 
a case is that the man had an anti-Russian attitude. There is no 
defense, no trial, nothing. This is the threat of a reign of terror. 
People in all walks of life are subject to it. They can never forget 
it fora moment. And yet, with this threat constantly hanging over 
their heads, the Austrian people have stood up for seven long years 
to the Soviets and have never faltered in saying the simple word “No.” 
I think that Austria’s resistance to the pressures of the Soviets and 
Communists can be regarded as one of the brightest chapters in the 
postwar era. 

NATIONAL ELECTIONS 


In every national election since 1945, the Austrian Communists have 
never been able to gain more than 5 percent of the votes. They get 
fewer votes in the Soviet zone of Austria than in any other part of the 
country. This 5 percent comes as an expression ‘of the will of 97 
percent of the eligible voters in the country. This 5 percent comes as 
a result of free elections in all of the zones of Austria including the 
Soviet Zone. This spirit, this courage, this determination, and this 
will to resist depend, to a very large measure, upon the consciousness 
of western support. 

For the past 7 years, a coalition government of the People’s and 
Socialist Parties has exhibited an enviable degree of political stability. 
The two major parties, despite their ideological differences, have con- 


ducted a strong, stable government—a government friendly to the 
west. 
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ECONOMIC PROBLEMS 


Political stability and a good measure of economic recovery have 
been attained despite Soviet pressures and despite the burden of Soviet 
occupation which denies the Austrian economy so much of the natural 
resources of the country. The Austrian people freely admit that this 
could not have been achieved without American economic and moral 
support, and I feel we can take satisfaction in what we have helped 
the Austrian people to accomplish. 

Nevertheless, the economy continues to suffer from a number of 
difficult problems. Some of these stem from the collapse of the Austro- 
Hungarian Empire; other were caused by the war; still others are the 
result of the Soviet efforts to weaken the Austrian economy and the 
decrease in Austria’s trade with the east; and, finally, some arise from 
the inability of Austria to solve, thus far, economic problems within 
its power to improve. Under the Potsdam agreement, the Soviet 
Union claimed almost all the petroleum resources ‘in Austria, all the 
facilities of the Danube Shipping Co., and some 350 agricultural and 
industrial enterprises. These properties are administered without re- 
gard to Austrian regulations and to the sole advantage of the Soviets. 
It is estimated that the Soviets derive a net annual income of $50 mil- 
lion from them, an amount which could go to Austria if the abbre- 
viated treaty were concluded. 


SOVIETS DRAINING ECONOMY 


It is also estimated that the Soviets have imposed a drain upon the 
Austrian economy totaling an equivalent of $839 million from 1945 


through 1951. The question is frequently asked if any of the United 
States Government aid to Austria is of benefit to the Soviets. I can 
truthfully say that the Soviets have received no direct benefits from 
any ERP aid to Austria. No direct authorizations for procurement of 
United States-financed goods have ever been issued to Soviet-controlled 
firms or to any known Communist or Soviet intermediary firms. 


VETO POWER UNDER CONTROL AGREEMENT 


We have also offered Austria another means of assistance through 
the Allied Commission, which consists of the United States, British, 
French, and Soviet High Commissioners and their staffs and which 
was established in 1945 for the control of Austria. In 1946, the con- 
trol agreement on Austria was revised with a view to granting the 
Austrian Government greater voice in the conduct of its own adminis- 
trative, internal, and political affairs. The liberal terms of this agree- 
ment could not be duplicated today. Under this provision, we have 
what I shall call the inverted veto. Ordinary laws of the Austrian 
Government come into force 31 days after submission to the Allied 
Commission unless unanimously vetoed, while only constitutional 
laws—and there are very few of them—can be blocked by the veto of 
one power. This rule, for which the American element of the Allied 
Commission can justly claim much credit, has meant in practice that 
the Austrian Government has been free to conduct its affairs without 
major interference from the Soviet occupation authorities. 

Senator Fercuson. When you talk about this Allied veto, who has 
a right to cast that vote? 
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. Ambassador Donnztxy. On the constitutional laws? 
Senator Frrauson. Yes. 
. Ambassador Donnexiy. Any one of the four powers. 

Senator Frrcuson. How many times have we exercised this, com- 
pared to the Soviets? 

Ambassador Donnetty. We have exercised it twice, I think, since 
1945, and the Soviets have done it, I shall say, in 90 percent of the 
cases. 

Senator Fercuson. When you say 90 percent, is that 90 percent of 
the laws that are passed ? 

Ambassador Donnetiy. Of the constitutional laws. 

Senator Frerauson. Ninety percent of them? 

Ambassador Donnetiy. Of the constitutional laws. There are very 
few constitutional laws, however. The ordinary legislation comes 
before the Allied Council and if one of the four powers approves 
of it, it becomes effective 31 days from the time it is received by the 
Allied Council. So if three powers vote against it and one votes for 
it, it becomes effective. 





























































ENACTMENT OF LAWS 


Senator Corpon. Can you differentiate between the two types of 
law? When you speak of a constitutional law, what do you mean? 
Is it a law with a broader legal effect, or what ? 

Ambassador Donnetty. It is an amendment to the constitution, 
sir. It is either an amendment or an interpretation of an article in the 
constitution. 

Senator Frercuson. But all other laws come into effect without the 
Allied Powers ? 

Ambassador Donnetxy. All other laws come into effect, sir, 31 days 
from the time they reach the Allied Council, provided there is not 
unanimous disapproval of the law by the Allied Commission. 

Senator Fercuson. That means that Russia cannot veto one of those 
normal laws; is that right? 

Ambassador Donnetiy. That is right. And it is by reason of that 
system that we have an independent Austrian Government today. 















































TROOPS IN AUSTRIA 


Senator Fercuson. Was there anything in the agreement we had 
with Russia about occupation of Austria that gave them the right to 
keep troops there? 

Ambassador Donnetiy. Yes; we all have the right, sir, to keep 
troops in Austria. 

Senator Frrevson. How many troops? Was there a limitation? 

Ambassador Donne.ty. No; of course, they have a preponderance 
of troops. 

Senator Frreuson. Yes, that is what I understand. 

Ambassador Donnetxy. There is no limitation on the number of 
troops. 

Senator Feravson. Do you think we are going to get a treaty with 
Russia in regard to Austria ¢ 
Ambassador Donne.iy. No, sir; not for the time being. 
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Senator Frereuson. Are these troops that we have there part of our 
NATO defense? 

Ambassador Donne.iy. No, sir; Austria cannot become a member 
of NATO. It is prohibited by the control agreement. 

Senator Frrcuson. -What’ do you think would happen if wéershould 
withdraw our troops from Austria ? 

Ambassador Donnetiy. The Soviets would certainly extend their 
sphere of influence, if not physically move into our area. 

Senator Frrevson. We have an agreement, do we not, that we would 
occupy part and they would occupy part, divided into zones, as Ger- 
many is? 

Ambassador DonNELLY. Yes, sir. 

Senator Frereuson. Do you think if we should withdraw our troops 
they would move into the zones of the other allies? 

Ambassador Donnetiy. They might. 

Senator Exienper. There is a good deal of accord among the 
French, the English, and us, and Russia; is there not ? 

Ambassador DonneELLY. Yes, sir. 

Senator ELLenper. And the reason for that is, as you indicated 
awhile ago, that Russia is obtaining out of Austria around $50 million 
per year. 

Ambassador Donnetty. Yes, sir. 

Senator Extenper. That is from oil, from shipping, and, as I under- 
stand it, from several manufacturing concerns that they own and 
operate within their own zone. 

Ambassador DonneLxy. Yes, sir. 


OCCUPATION COSTS 


Senator Ettenprer. Mr. Donnelly, I do not want to anticipate your 
statement, but you referred toe the contributions that.are.made by the 
Austrian economy in aid of the French and the English and us and 
the Russians. 

Ambassador Donnetty. Do you refer to occupation costs, sir? 

Senator Ettenper. Yes. Do you cover that? 

Ambassador DonneELxLyY. I do not cover that specifically, but I will 
be glad to get to that. 

Senator Extenper. If you recall, when I was in Vienna, that was 
one of the subjects we discussed. At the time, it seemed the English 
and French were trying to force the Austrians to raise the ante, as 
it were, which would in a measure redound to the Russians if that were 
done. Has anything been accomplished in that? 

Ambassador Donnety. Yes, sir. We took a very firm position on 
that. And the United States element, I might say, all along has been 
urging the French and the British to pay their own way in Austria, 
as we have been doing since 1947. They, on the grounds of their finan- 
cial problems in their respective countries, have said that they could 
not do it. 

While you were there, Senator, it was a very live issue. In the last 
year the occupation cost amounted to 151 million schillings for each 
element. 

Senator Evienper. Is that for Russia, for France, and se-on? 
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Ambassador Donneriy. Yes. There is quadripartite control, I 
might add, although we discontinued collecting occupation costs in 
1947. 

Senator Evtenprr. As a-‘matter of fact, you returned what you had 
collected previously. 

Ambassador Donnetty. Precisely. And the Austrian Government 
removed all claims against us from 1945 to 1947. So we started clean 
at that point. 

Although we have not collected occupation costs since 1947—— 

Senator Fercuson. Costs from whom? 

Ambassador Donnetiy. From the Austrian Government. We do 
sit in on the four-power discussions of accupation costs. Our interest 
in sitting in is to make sure that the other three do not take unfair 
advantage of the Austrian Government. 

Senator Ferguson. But they do collect, do they not? 

Ambassador Donnety. They do collect, and that is a four-power 
agreement. In 1951, they each received 151 million schillings. 

Senator ELtenper. When you say each one, do’ you mean the French, 
the British, and the Russians ? 

Ambassador Donnetty. That is right. 

In 1952, while you were in Vienna, Senator, they were trying to 
raise that figure to 220 million schillings, for each element. 

Senator Rosertrson. What is a schilling worth now? 

Ambassador Donnetty. For our purposes, sir, it is about 4 cents. 

The United States element, after some consideration, and Wash- 
ington, the State Department, took the position we should not go 
beyond 151 million. 

Senator Frrcuson. Did you use the power of veto there? 

Ambassador Donnetiy. Yes. 

This went on for 3 or 4 months, Senator. Senator Ellender hap- 
penéd to be there during that period. 

You remember we held a conversation. with Chancelor Fig] that 
day. 

Senator ELueNper. Yes. , 

Ambassador Donnetiy. We held out, that we would not go over 151 
million. It was perfectly absurd to be putting money into Austria 
and having it go out the other door. 

Senator Fercuson. When you referred to the “direct benefit,” is 
that what you were talking about? 

Ambassador Donnetiy. That is right. Austria is facing some 
very serious economic problems, and so on. It all added up to the fact 
that we are not going beyond last year’s figure. I sat there meeting 
after meeting and finally they all agreed to the 1951 figure. 

Senator ExLLenprer. I was under the impression at the time that 
an effort would be made to cut it to about 135 million. 

Ambassador Donnetty. Yes; we tried that. 

Senator ELtenper. Were you able to succeed ? 

Ambassador DonnE.LLy. No. 

Senator ELLenper. You were not able to convince France and Eng- 
land that that was the proper thing to do? 

Ambassador Donnetiy. No; they would not agree to it. The most 
we could do, Senator, was to hold them to the 1951 figure and not to 
‘go above that. 
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AUSTRIAN OBLIGATIONS 


Senator E:tenper. That is one thing I could not reconcile. Here 
we are maintaining that econemy out there, as you know, with the 
millions pouring into Austria, and I just think it is wrong for the 
British and the Trench to insist on obtaining from the Austrian econ- 
omy the 151 million schillings. 

Knibeaador DonNELLY. it is wrong, sir. Our Government. has 
ae its best over the years to have it discontinued, but they will not 

o it. 

Senator Ex.enper. Since there is a difference in the number of 
soldiers that the French and the English and we have over there, i 
should they receive the same amount? In other words, the French 
have much fewer soldiers than the English, and yet they receive the 
same amount, 

Ambassador Donnetiy. That is because their occupation policy in 
each one of their zones is different. 

Senator E:tenper. Would you have any idea of how much it costs 
these respective countries to maintajn their soldiers. there? 

Ambassador Donnetiy. I would not,sir. I do not know what they 
pay their troops. That does not come out of this, 

Senator ELienper. It does not come out. when you discuss this allo- 
cation ? 

Ambassador Donnetiy. No; because this occupation cost is not 
used to pay the maintenance of those soldiers. 

Senator ELttenper. What else do the French and the English ob- 
tain to get from the Austrian economy other than this 151 million 
schillings per year? 

USE OF PROPERTIES 


Ambassador Donnetiy. Nothing more than all of us get and have 
been getting since 1945, when we requisitioned properties for our own 
personnel; nothing else. 

nan ELLENDER. When you say properties, do you mean bar- 
racks 

Ambassador Donnexty. Buildings. 

Senator ELtenper. Buildings to house your offices and so on? 

Ambassador Donnetty. That is right. 

Senator Extenper. Who maintains those? 

Ambassador Donnetty. The maintenance of the properties for the 
British, French, and the Soviets is charged to occupation costs. 

Senator Extzenper. Does it come out of the 151 million schillings? 

Ambassador Donnetty. Yes, sir. 

Senator Eitenper. So that, aside from the Austrian Government 
making available to the various occupation forces there this housing 
and the ee the only additional expense is this 151 million schillings 

er year 
: Ambassador Donnetty. That is right. I wish that were true of 
the Soviets, Senator. It is true of the British and the French. 

Senator Etrenper. As far as the Soviets are concerned, as I said, 
you correctly stated, in my opinion, that they have a good thin 
there. They are cooperating with the English and the Frefich an 
with us because they are obtaining from the Austrian economy this 
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$50 million per year. When you say that they are not getting any- 
thing directly, you are correct, but they are getting a lot indirectly. 
Ambassador DonneLiy. They are getting 151 million schillings. 
Senator Exxrenper. But I ara talking about from the economy, aside 
from this 151 million schillings. 
Ambassador Donne.LLy. You are right. 


RUSSIAN SEIZURF OF GERMAN PROPERTY 


Senator Rozertrson. The Russians claini that they merely took over 
the property that the Germans owned. 

Ambassador Donnetiy. Yes, sir. And they said they were doing 
it under the Potsdam agreement. 

Senator Rozertson. And, of course, the Germans stole it from the 
Austrians. 

Ambassador Donnetiy. The Germans stole it from the Austrians; 
yes. 
~ Senator Exrtenver. As I remember, you had at the time some four 
hundred-odd different establishments in the Russian zone that were 
taken over by the Russians and run by them for their own benefit ? 

Ambassador Donnetty. That is right. 

Senator Exttenper. And they did not pay taxes on that, did they? 

Ambassador Donnetty. That is right. 

Senator Evtenper. That is another thing they got out of the Aus- 
trian economy. 

And what about the oil. As I understand, they have complete con- 
trol of all the oil fields there. They pump the oil from the ground 
and ship it out to Russia and to the various satellites. 

Ambassador Donnetty. Whatever they want todo. They ship it to 
Vienna, too. They control distributing companies in Vienna. For 
example, no foreigner, no other person, can operate the distribution 
of petroleum products except the Soviets. 

Senator Ettenper. And is that still going on? 

Ambassador Donnetiy. Yes. 

Senator Corpon. Does that include our occupied area, too? 

Ambassador Donnetiy. No, sir. 


OIL IN AMERICAN ZONE 


Senator Frerauson. Do we have oil in our zone? 

Ambassador Donnetiy. We are exploring now. We are trying. 

Senator Frreuson. At our expense? 

Ambassador Donnetiy. No. This isa private American petroleum 
company working in the American zone. 

Senator Tuyr. Are they receiving any subsidies from the United 
States Government, these American companies? 

Ambassador Donnety. No, sir. 

Senator Frreuson. Are they doing it on their own; is it purely 
private enterprise ? 

Ambassador Donnetiy. Yes, sir. We helped them get started, to 
obtain the concessions. 
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RUSSIAN SEIZURE OF BRISTOL HOTEL 


Senator Roserrson. Who pays for the hotel they occupy in Vienna ? 

Ambassador DonNnELLY. it is operated by our organization. We 
make up the deficit in it, but there is not much of a Feficit now. We 
are putting it gradually on a commercial basis. 

Senator Rorertson. I know that, but it is privately owned prop- 
erty, is it not. 

Ambassador DonnELLY. It is a-German asset. 

Senator Eittanper. That is;the Bristol Hotel, is it? 

Ambassador DonweE.ty. Yes, sir. 

Senator Rozertson. The Russians have taken over the bigger hotel 
on the same basis, and they take it over and pay nothing for it. 

Ambassador Donner. That is right, sir. ' 

Senator Eititenver. As I understand, in the Bristol Hotel, the reg- 
ular rates went into effect either 2 days or the day before we got 
there and, of course, we had to pay the regular rates. 

Ambassador DonneLLy. You paid the higher rate. 

Senator E.ienper. I remember that. 

Chairman McKetxar. What is the value of the oil over there that 
the Russians get from Austria? 

Anibassador Donnetty. The oil fields, sir, produce about 11 million 
barrels of oil a year. I have not followed the oil market for some 
time and do not know what the current value of crude oil is. 

Senator ELttenper. It is about $2.50 to $3 a barrel. 

Ambassador Donne ty. It is third in rank of the oil-producing 
countries in Europe, Russia being first, and then Rumania and then 
Austria. 

Senator Etienper. Mr. Donnelly, do the French or English operate 
any of the facilities within their respective zones that belonged at one 
time to the Germans or to the Austrians? 

Ambassador Donnetty. No. 

Senator ELtenper. What has become of those facilities? 


GERMAN PROPERTY UNDER AUSTRIAN TRUSTEESHIP 


Ambassador Donnetity. The policy of the Western Powers has 
been, from the beginning, to turn over the German assets in our zones 
to the Austrian Government in trusteeship until a treaty is signed 
and ratified. 

Senator Exrrenper. As I understood Mr. Fig] to say, and others 
at this conference, although the Austrian Government was operating 
all of these facilities within these zones occupied by us, the British, 
and the French, it was the intention of the Government to return 
those to private enterprise just as soon as the treaty was negotiated. 

Ambassador Donnetiy. That is right, sir. It is our intention to 
encourage that, to do all we possibly can to see that it goes back to 
private enterprise. 

Senator Ettenper. Can you tell us how much of the receipts from 
these enterprises that are operated by the Austrian Government go 
towards assisting them in the operation of the Government ? 

In other words, what are the profits? Do you have any idea of 
that, in round figures? 
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Ambassador Donnexxy. I will be glad to try to get the informa- 
tion for you. I will have to get it from Vienna. 
Senator Ettenpver. The reason why I am asking you that is that 
it strikes me that with the Austrian Government operating all these 
enterprises for itself and the profits going into the Austrian Treasury, 
that that should, to some extent, relieve us of a lot of the costs or funds 
that we are now being asked to contribute. 
Ambassador Donne.y. I believe that is coming about now, Mr. 
Senator. The profits in the recent years have been used to rehabilitate 
these factories, many of which were destroyed at the end of the war or 
were plundered by the Soviets. I think in the last year or so they 
have reconstructed their property and are now ready to turn the profits 
over to the Austrian Government. 
Senator Extitenper. When those profits are returned to the Treas- 
ury of the Austrian Government, to what extent would that reduce 
the amount necessary for us to contribute to the Austrian Government 
to maintain it? 
Ambassador Donnetty. I do not know the extent, sir. I cannot 
give a figure, but it would very definitely result in a curtailment of 
our level of aid. 
Senator Evrenver. It strikes me that we ought to have something 
along that line, and I would suggest—— 
Ambassador Donne.iy. I am sure we have it, and we can get it 
from Vienna. 
Senator Exienper. In other words, it would enable us to look a 
little into the future and determine the extent to which the profits 
from these ventures by the Austrian Government would relieve us of 
these vast amounts that we are being called upon each year to pay 
to the Austrians. 
Chairman MeKetiar. Mr. Ambassador, will you undertake to get 
that information ¢ 
Ambassador DonneELLy. I shall telegraph today. 
Chairman McKe.iar. The reason why we want it quickly is that 
we are very anxious to be through by the 5th of July. 
Senator Frrevson. We had better make it prior to the 4th instead 
of the 5th. 
Chairman McKe iar. We hope to get through by the 4th. 
Ambassador Donnetty. I will get that for you, Mr. Chairman. 
(The information referred to follows:) 
Former German assets in Austria include real and personal properties, bus- 
iness enterprises, and a large number of small and inactive concerns. These 
properties are operated under trusteeship by the Austrian Government, each 
with a public administrator and annual statements are prepared for each. Net 
profits from these enterprises were used, in the years immediately after the 
war, to repair bomb damage and more recently to replace obsolete equipment, 
increase working capital, and build up inventories. While no over-all statistics 
are available, for the 12 largest nationalized former German enterprises, net 
profits, or deficits, by years were: 
Million 
schillings 

1945 (deficit) 

1946 (deficit) 

1947 

1948 

1949 (profit) 

1950 (profit) 
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As this sample of the 12 largest firms indicates, only in,the last 2 years have 
these German assets as a group produced profits. Since these properties are 
operated under trusteeship for the three Western Powers, profits are not avail- 
able to the Austrian Government. They have been reinvested in further plant 
improvements and betterments. These profits will not become available to the 
Austrian Government until such time as a satisfactory disposition can be made 
of the entire question of the ultimate ownership of former German assets in all 


of Austria, and this, in turn, will depend upon such settlement as is made at 
the time of concluding the Austrian state treaty. 

It is true that the production and profits from these former German assets 
are an advantage to the Austrian economy since they provide employment and 
produce products both for internal consumption and for exports abroad. To 
the extent that produce from these plants earn foreign exchange, they do act 
as an adjunct to American aid but because of the serious deficit which Austria 
still has in its balance of payments, Austria is still dependent for dollar assist- 


ance in order to purchase badly needed commodities available only in the west- 
ern world. 


ECONOMIC CONDITIONS 


Senator Ertenper. When I was in Austria, I learned that most of 
the profits from these ventures were being used to improve the facili- 
ties and very little of it found its way to rehabilitate the Government 
itself and assist in maintaining the Government. That may have 
been a good thing in a long pull, but, yet, if these profits from these 
various enterprises that are being operated by the Austrian Govern- 
ment were used to help run the economy, that is, the Government of 
Austria, it would probably relieve our burden somewhat. Am I cor- 
rect in that? 

Seana Donnextty. I think we are now moving into that 
period. 

Chairman McKettar. I have a question, if you will: What is the 
economic condition of Austria at the present time? Is it anything 
like normal? 

Ambassador Donnetty. It is much better than last year or the year 
before or since the end of the war. 

Senator ELLenper. As a matter of fact, it is much better than pre- 
war, is it not? 

Ambassador Donnetty. Yes, I think it is. However, we are facing 


a real problem of inflation. Prices have risen in Austria at least 50 
percent since Korea. 


Senator Corvon. Why ? 
Ambassador Donne.ty. Because imports and raw materials are 


more expensive. They had not put the brakes on inflation and credit 
controls early enough. 


Senator Roperrson. The currency was debased, too, was it not? 
eek Donnetiy. Yes. The currency was debased about 
1947. 


TAX SITUATION 


Senator Brivces. Can you tell us what the tax situation is there, 
Mr. Ambassador ? 


Ambassador Donnetty. Taxes, sir, indirect taxes, are high. 


: onan Bringrs. They are high everywhere. Have they increased 
them ¢ 


Ambassador Donnetiy. Yes, they have. i 
Senator Bringes. How many times? 
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Ambassador Donnetty. I would say that they have increased taxes 
three or four times since 1945. 

Senator Roprertson. The sales taxes are the most burdensome. 

Ambassador Donnetty. Yes. There is the turn-over tax. It 
starts off at 5 percent on the value of the merchandise at the factory 
and another 5 percent on top of that to the wholesaler, and then to 
the retailer. 

Senator Exxrenper. Their income-taxes are very low in contrast 
to ours; are they not? 

Ambassador Donnetiy. I would not say they are very low. They 
have a graduated scale. 

Senator E.itenper. But the kind of tax they collect there is the 
same as in the case of France and other places, where the burden is 
more on the poorer people than on those able to pay; is that not 
correct ? 

Ambassador Donnetty. Not in Austria so much, sir. 
Austria is higher than France. 





I think that 


TOTAL ECONOMIC AID TO AUSTRIA TO DATE 



























Senator E:renprer. Mr. Donnelly, I want to ask you this question: 
How much money will we have spent by the 30th of June this year 
in Austria; that is, in these contributions that we are now discussing ? 

Ambassador Donnetiy. Do I understand that to mean the level 
of aid, the official Government aid, ECA ? 

Senator ELLenper. Yes. 

Ambassador Donnetty. The level of aid from 1948, the interim 
aid, followed by ECA, was around $900 million. 

Senator Eitenver. I do not mean the Army, now. 

Ambassador Donnetty. Yes. 

Senator Evtenper. How much have we spent during the fiscal 
year that ends on June 30 this year ? 
Ambassador DonneELuy. $120 million. 


1953 BUDGET ESTIMATE 





Senator Exrtenper. How much are you proposing or advocating 
this time? 

Ambassador Donnetiy. $86 million. 

Senator ELttenpver. How much of this entire sum, let us say, the 
$900 million, was spent in order to rehabilitate people in, let us say, 
the Russian zone? Or let me put it this way: Can you give us a 
breakdown of how that money has been spent in Austria in respect 
to the various occupation zones? In other words, how much has been 
spent in the American zone, the English zone, the French zone, and 
the Russian zone? 

Senator Feravson. And the purpose. 

Ambassador Donnetiy. I do not have the specific breakdown. If 
you want the figures, of course, I will get them for you. 

Senator Extenper. You remember we discussed that. 
Ambassador Donny. Yes. 


216483—52——-5 
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REHABILITATION OF INDUSTRIES IN RUSSIAN ZONE 


Senator ELttenver. I was very much surprised at the time that we 
were utilizing quite a lot of the money that we are making available 
to the Austrian Government to rehabilitate people in the Russian 
zone. 

Senator Ferevson. And in what way did we rehabilitate them? 

Chairman McKetzar. Do you want to explain that, Ambassador ? 

Ambassador Donnetty. Yes: I would like to explain that. 

Chairman McKetiar. Go ahead. 

Ambassador Donnetxiy. Thank you, sir. 

The only money that we have allocated to industries, or any of our 
Government money, whether it be direct aid or counterpart, is for 
the rehabilitation of privately owned industries in the Soviet zone of 
Austria which are under no control, direct or indirect, of the Soviets. 
We have handled that through the standard commercial operations, 
with the banks or with the Austrian Government. Practically none 
of our money has gone into the development of roads in the Soviet 
zone of Austria. No part of it has gone into any of these factories 
owned by the Soviets, directly or indirectly. 

Senator Rorertson. The ECA was administered in Austria by the 
Army: was it not? 

Ambassador Donnetiy. No. We had a special ECA Mission. It 
is still there, sir. 

I would like to make one more observation on this point. We exer- 
cised great care over the allovation and distribution of funds, both 
dollars and counterpart, so as to make sure that the Soviet economy 
derived no benefit from them. We watched it very carefully. At the 
same time, we are not unmindful of a very important fact, and that is 
that the good Austrian people, who by force of circumstances are liv- 
ing in the Soviet zone, are unquestionably the most pro-allied people 
in Austria today. And it is very important that we not neglect them 
or give them the impression they are being neglected. 

Senator Errenper. Mr. Donnelly, in raising the question, please do 
not misunderstand me. I do not think it should not be done, you 
understand, but what I was trying to bring before the committee was 
this amount. I presume that the reason why this vote that vou spoke 
about a while ago was cast against the Russians was because of the 
fine treatment that the Austrians who are living in the Russian zone 
are receiving at our hands. Is not that correct ? 

Ambassador Donnetty. That is correct, sir. 

I can give you the distribution by percentages, Senator. 

Senator Eititenpver. Of what, the whole period? 


ECONOMIC AID AND POPULATION PERCENTAGES 


Ambassador Donnetiy. This is through August 31, 1951, and this 
percentage would be maintained up to now. 

Nineteen percent of the population of Austria is in the American 
zone, and they received 23 percent of the distribution of aid. The 
British zone accounts for 23 percent of the population. They 
received 21 percent of the aid. - 

When I say the British zone, that does not mean British industries; 
that means the Austrian enterprises in the British zone. 
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The French zone is 9 percent of the population, and they received 
11 percent of the aid. ; 

The Soviet zone is 27 percent of the population, and 17 percent of 
the aid was distributed in that zone. 

The city of Vienna, which is a separate entity, which is an inter- 
national district, administered by the four powers, accounts for 22 
percent of the population and received 28 percent of the aid. 

Senator SatronsraLL. Mr. Donnelly, when you speak of the aid, 
I think you said in your previous statements, as I listened to you, that 
none of that aid that goes into the Soviet zone could help that zone 
industrially. Am I correct, or am I wrong in that understanding ? 

Ambassador Donnety. It could help the privately owned plants in 
the Soviet zone, Austrian-owned. 

Senator Corvon. It cannot help but help all of it, can it? If you 
have a sounder economy than you had before, it is going to react 
favorably to that portion of the economy owned and operated by 
Russia. You cannot get away from that. 

Chairman McKetxiar. On what basis is it being distributed? How 
do you make up your mind as to who should receive it and who should 
not 





PROCEDURE ON REQUESTS FOR AID FUNDS 






Ambassador Donnetiy. The Austrian Government has what they 
call a European Recovery Program Bureau, and that is our line of 
contact with the Austrian Government. Now, we have direct aid or 
counterpart to distribute or make up the budget, and they submit 
to us a list of projects on which they would like to receive aid. That 
is very carefully scrutinized by the Mutual Security Agency office in 
Paris, Vienna, Washington, and all around. Ultimately, agreement 
is reached between that office and the Austrian Government as to how 
the money is to be distributed. 










PROJECTS APPROVED 



















Senator TuHyr. Ambassador Donnelly, just what kind of projects 
were they that were approved ? 

Ambassador DonneLty. Water power, rehabilitation of industries, 
essential industries, farming projects, rehabilitation of areas. 

Senator Tuyr. What would be a farming project ? 

Ambassador Donne.tity. A development to increase production of 
corn or fodder or wheat to encourage the agricultural development, to 
bring it back to the prewar level or higher, if possible. 

Senator Tuyr. Would that be directly within the Russian zone? 

Ambassador DonnetLy. No, there is very, very little of that in the 
Russian zone. That is mostly in the Western zone. 

Senator Tarr. My question was directly primarily to what kind 
of aid went into the Russian zone. 

Senator Frrevson. Could we have an itemized list of that? 
Senator Ture. That is what I am endeavoring to obtain. 


AMERICAN AID TO SOVIET ZONE 





Ambassador Donnetiy. The aid to the Soviet zone, sir, as I said, 


I believe, is the improvement and rehabilitation of industries privately 
owned by Austrian citizens. 
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Senator Tuyr. However, the Russian Government extracts from 
them $50 million as a tax upon the revenues that those industries will 
earn; is that not correct ? 

Ambassador DonnELLy. No, sir. Perhaps I have not made myself 
clear on that point, Senator. 

Senator Ture. But Russia does extract from Austria. 


SOURCE OF RUSSIAN FUNDS 


Ambassador Donnetiy. The Russian extraction, sir, of $50 mil- 
lion, is from the 400 factories and oil fields that they have taken over 
as German assets, and the shipping on the Danube River [line]. But 
there are, in addition to the 400 factories and oil fields that they oper- 
ate, hundreds of privately owned factories in the Soviet zone of Aus- 
tria, Austrian-owned, which are not under any control or interference 
by the Soviets. 

Senator Ture. Do the Soviets take any of the manufactured goods 
from those plants? 

Ambassador DoNNetiy. If they do, they pay for it, sir, like any- 
body else. 

Senator Ture. But it would increase the Russian military strength, 
would it not, if an Austrian plant was producing either machine tools 
or some of the other equipment that would lend itself to the military 
defense of Russia ? 

Ambassador Donnetxy. In the event of war. 

Senator Ture. In the event of developing military strength, would 
not that be true? 

Ambassador Donnetiy. That would be true. 


Senator Tarr. Just to develop her military strength, which she is 
now developing both in the air and on the ground. If she can draw 
from an industrial plant that we have aided by subsidy payments in 
Austria, if she can draw machine tools from that plant, certainly we 
are aiding Russia in the development of her military strength. 


TYPE OF BUSINESSES AIDED IN SOVIET ZONE 


Ambassador Donnetty. You raised a very good point, Senator. 
What has actually happened is that in our policy of screening all these 
applications, we would put no dollars or counterpart into such in- 
dustries in the Soviet zone, even though they are privately owned by 
Austrians. What money we have put into privately owned factories 
in the Soviet zone, over which the Soviets have no control, is mainly in 
consumer goods, in textiles and foodstuffs, and so on. But even 
though it is privately owned, we would not put our money into fac- 
tories making strategic materials. For example, we give no encourage- 
ment at all, put no money into steel mills or processing plants in the 
Soviet zone. 

Senator Corpon. You speak of a $50 million a year drain on the 
Austrian economy. According to your statement, it is not $50 million 
but is $120 million. What about the balance, where does it come 
from ¢ 

Ambassador Donne iy. What is that difference between 120 and 
50% 

Senator Corpon. The difference is 70. 
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Ambassador Donnetxy. I did not mean that. 

Senator Corpon. According to the figures you gave us as the drain 
upon the Austrian economy from 1945 to 1951, that would amount to 
$120 million a year. 

Senator Roserrson. For one thing, they stole a lot of money out of 
the banks. 

Ambassador Donnetiy. They stole the money. 


DISMANTLING OPERATIONS BY RUSSIANS 


That figure, sir, that breakdown, represents the estimated value of 
the dismantling operations by the Soviets when they came into 
Austria in 1945. When they came into Austria in 1945, they moved 
into a point beyond the Enns River, which is now the demarcation line 
between the American and Soviet, zones. For example, the Steyr 
factory, one of the most important factories in Austria, was occupied 
by the Soviets. General Clark was waiting in Salzburg for per- 
mission to go into Vienna to start the occupation. The Soviets kept 
putting it off until they completed their operations. So at the time 
the demarcation line was drawn, Steyr fell just within the American 
zone, and there was nothing left. They put freight cars in there and 
took all the equipment they could, and so on. 

Senator Corpon. And we still thought we could deal with the 
Russians, 

Senator Frrevson. Potsdam was after that. 

Ambassador Donnetiy. Yes. $200 million came from dismantling. 
$65 million is the nonpayment of taxes on USIA. We used that abbre- 
viation to cover the Soviet-controlled industries, oil fields, and Danube 
shipping. That is $65 million. 

Senator Corpon. That represents taxes the Austrians would have 
gotten had the Soviet holdings been put back. 


SCRAP METAL TAKEN BY COMMUNISTS 


Ambassador Donnetiy. Yes; scrap metal and steel exports 
amounted to $9 million, 

Senator Corpon. You have already taken $200 million from the dis- 
mantling, and that included most of the scrap metal, did it not? 

Ambassador Donnetiy, What they have done, sir, is this: This dis- 
mantling operation ceased in 1946. The four-power cooperation was 
set up. This $9 million represents the scrap metal they have taken 
out since then. 

Senator Corvon. I can understand, but it represents a movement out, 
then. But if it represents scrap metal resulting from the dismantling, 
in that case we have been charged twice. 

Ambassador Donnetiy. No, it does not. 

Senator Corvon. All right, there is the additional scrap metal. 


ILLEGAL EXPORTS TO RUSSIA 


Ambassador DonneLty. The occupation cost from 1945 through 
1952 in $261 million. And the illegal exports of USIA, the Soviet 
set-up—— 

Senator Corvon. What are those? 
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Ambassador Donnetry. That is the output of the Soviet-operated 
factories and so-called German assets, the oil fields in the Soviet zone, 
which they shipped to Soviet Russia and the satellites, $178 million. 
Then we have another breakdown of illegal exports of Austria’s pe- 
troleum products, $126 million. 

Senator Corvon. What portion of this would you say is compre- 
hended in the $50 million, which I always understood was the annual 
drain ? 

Ambassador Donnetiy. These figures I have given you, sir, repre- 
sent the estimated Soviet take in Austria from 1945 to date. 

Senator Corpon. Over-all? 

Ambassador Donnetry. That is right. 

Senator Corvon. What you might term “capital losses, plus annual 
income”; is that right? 

Ambassador Donnetiy. That is right. 

Senator Corpon. That takes care of that. 


RUSSIAN USE OF AUSTRIAN FACTORIES 


Senator Extenpver. Mr. Donnelly, has an investigation ever been 
made of those industries that are now being operated by the Russians, 
to determine whether or not any of those factories have been dis- 
mantled or converted to manufacture anything other than what they 
were built for? 

Ambassador Donnetiy. Yes, they are converting some of those fac- 
tories, Germany assets, into the manufacture of what we would call 
strategic materials. 

Senator Exrrenper. And to what extent do the Russians operate 
mercantile establishments in their zone, from which the Austrians 
purchase goods, thereby giving profits to the Russians through that 
medium ? 


RUSSIAN RETAIL STORES 


Ambassador Donne.Lty. They operate today, sir, approximately 200 
retail stores in the Soviet zone of Austria and in the Soviet sections 
of the city of Vienna. These 200 stores represent outlets for mer- 
chandise they produce in the factories in the Soviet zone, marchandise 
that they bring in from statellite countries, and occasionally from 
Soviet Russia, and occasionally they will go to some other country 
and buy merchandise. 

Now, they pay no taxes. They have no licenses. They are operated 
by the Soviet military command. 

Senator Etrenper. Not even in Vienna? 

Ambassador Donnetiy. Not even in vienna. They are extraterri- 
torial. They are not under Austrian Government regulation, pure 
food laws, or anything else. 

So they are underselling the established Austrian retail store from 
25 to 50 percent, depending on the merchandise. 

Now, in some of these stors, when you buy something, as you leave 
you go out to the counter, to the cashier and the bill will be $16.42 and 
suddenly you find the bill increased by 5 or 6 or 10 cents. That means 
that you have to buy the Communist newspaper and, in addition, you 
sign the Stockholm peace plan. 
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But they are underselling these Austrian merchants who are trying 
to make a living, which is very difficult, as you know. 

Senator Extenper. To what extent do the Austrians patronize 
these stores ? 

Ambassador Donnetiy. The Austrians are very, very patriotic. 
I would say the great majority of the Austrian people, even though 
it is a great inducement—you know the standard of living there 
is low—do not patronize those stores. They are patronized mostly 
by Communists who work in the factories and Communists in Vienna 
patronize them. But it is a very commendable record on the part 
of the Austrians to be staying away from those stores where prices are 
25 to 50 percent less. 





GRANTS FOR FOOD PURCHASES 


Chairman McKetuar. May I bring up a slightly different subject 
for just a moment ? 

I have before me here the percentages of the things we gave out to 
them this past year. For instance, there is food and bread grains 
35 percent, and fats and oils so much, and so on down the line. 

How is that distributed? Does your organization distribute that 
to the various people, or to the Austrian people? Is the grain or the 
food turned over to the Austrian organizations? How do you do it? 

Ambassador Donne.iy. Senator, the money is made available to 
the Austrian Government, and the Austrian Government imports the 
products that you just mentioned. They are distributed through the 
normal channels who are responsible to the Austrian Government. 

Chairman McKetrar. It has been maintained by some people—I 
do not know whether it is true, or not, I am just trying to get what the 
fact is—that the Austrian Government sells these foods to the Aus- 
trians and that the Austrian Government gets the advantage of these 
gifts from America. Is that true, or not? 

Ambassador Donnetiy. What actually happens, sir, is that the 
quantities that you have mentioned, the items, have prices fixed by the 
Austrian Government. So they must keep within that price structure. 
We see to it that the margin of profit is small. Specifically, the Aus- 
trian Government does not derive a financial benefit from these opera- 
tions ; no. 

Senator ELttenper. Except by the use of counterpart funds. They 
get paid for it, and this money finds its way into the Austrian economy, 
and the counterpart funds are used. 

Senator Corvon. The Austrian Government has almost a 100 percent 
profit. They get it all. 

Ambassador Donnetiy. But the counterpart, Senator, comes into 
a common pool, and then we both have a control of the counterpart in 
the project. So the net result of it is that the actual profit to the 
Austrian Government, which they keep from that operation, is nil. 

Senator Corpon. You mean that they can use it for their own ad- 
ministrative costs, as distinguished from all other uses they would 
make with money for subsidy. 

Ambassador Donne.ty. That is right. The protection is that we 
get it back in counterpart. 
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POWER DEVELOPMENT 


Senator ELLenper. You mentioned the development of waterpower. 
Here we appropriate it directly from the Treasury. It is our own 
money being spent for that, and we are getting repaid. But these 
American funds are spent mostly in this country for goods that are 
sent to Austria. Austria sells them at a small profit, I presume, to pay 
expenses, and the returns from those sales made by the Austrian Gov- 
ernment go into a pool, as you say, and they are known as counterpart 
funds. Now, if a waterpower establishment is to be erected, those 
counterpart funds, which are indirectly money from us, are being used 
in order to develop such projects. 

Ambassador Donnetiy. That is right. 

Senator Corvon. That is a secondary use. 

Ambassador Donnetiy. That is a secondary use. It goes beyond 
that, in our case, in Austria, 

If I might follow through on this one point: We do have an ar- 
rangement with the Austrian Government by which counterpart and 
the interest on the counterpart carries on indefinitely. We do not 
cut it off at a certain point. 

Senator ELtenper. That was the next question I was going to ask 
you. 

REPAYMENT OF COUNTERPART FUNDS 


Senator Corpon. Can we start in again on that? Are you now 
talking about repayment of counterpart funds? 

Ambassador Donnetiy. Yes; and interest. 

Senator Corpon. Counterpart funds to the Austrian Government. 
So pe counterpart money may become a revolving fund, is that not 
right ? 

“Ambassador Donnexiy. That is right. 

Senator ELitenper. On that point, Mr. Donnelly, have you any idea 
as to what pereentage of the counterpart funds you can designate as 
being in this revolving fund? Of course, it is not all in the revolvin 
fund. I understand that quite a bit of it is to rehabilitate roads an 
parks and things of that character. But have you any idea, percent- 
agewise, as to how much money will form this revolving fund that 
you just established ? 

Ambassador Donnetty. I will get the exact percentage for you. 
Offhand, I would say not less than 60 percent. 

(The statement referred to follows:) 

The MSA states that of the total counterpart releases made in Austria, except 
for releases to the public budget for road and bridge construction, over 90 
percent has been made on a repayable loan basis. Agricultural enterprises 
have received the bulk of the grants, representing less than 10 percent of the 
total. 

Senator Exienper. When I was there, I learned that quite a bit of 
the counterpart funds were being used to rehabilitate large opera 
houses and theaters in Vienna. How are funds of that kind handled? 
Who gets what there? I understood that the opera houses were 
owned by private concerns. 

Ambassador DonnELLY. That is right, sir. ay 

Senator Errenper. In a case of that kind, where the money is ad- 
vanced to these private concerns, are we to understand that those 
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private concerns pay interest on those sums and then it is amortized 
over a period of years and goes back into this revolving fund which 
you have just referred to? 

* Ambassador Donnetty. That is right, sir. 

But I would like to make one point, and that is that we have never 
approved dollar aid or counterpart funds for the rehabilitation of 
theaters or similar institutions in Austria. There is no counterpart 
or direct aid, for example, in the opera houses. 

Senator E.tenver. How were they rehabilitated ? 

Ambassador Donneiy. With their own funds in Austria. 

Senator Corpon. Do you mean private funds, now, or Government 
funds? 

Ambassador DonneLLy. Government funds. 

Senator Evtenper. Indirectly, it was our money. 

Ambassador Donnetty. We would never approve a project like that. 
If they came to us and said they want X amount for an opera house 
or public building, we would not agree. 

Senator Ertenper. You are doing it indirectly. 

Ambassador DonNELLY. We cannot stop the Government. 

Senator Corvon. You can tell them that and tighten the purse 
strings and let them know you would not furnish the money on it. 

Ambassador Donnetiy. We have tightened the purse strings, Sen- 
ator, very much. 

Senator E:renver. Of course, these opera houses are being rehabili- 
tated because it is a great attraction for tourists in Vienna, and that is 
the reason why it is done. 

Ambassador Donne.ty. Yes. Even then, Senator, there is no 
American aid, direct or indirect, either in dollars or in counterpart. 

Senator Exxenver. Do not say there is no indirect aid, because 
there is. 

Senator Ture. Counterpart is indirect aid. There is no way of 
avoiding it. 

Senator ELLenver. It may be true that no direct counterpart funds 
are used, but the Austrian Government uses the counterpart fund to do 
other things, you see. In other words, they do it in an indirect way. 





OCCUPATION PROCEDURE VARTES FROM GERMANY 










Senator Ture. In Austria the program is different from that of 
Germany, is it not? Your entire occupational program there, in the 
rehabilitation of the Austrian Government and the economy of Aus- 
tria, is different from the program and policy and operation in Ger- 
many ; is that not correct? 

Ambassador Donnetty. Yes, sir. 


RUSSIAN POLICY VARIATIONS 











Senator Tuyr. How did we happen to subject ourselves, as a na- 
tion, to one type of program of occupation and rehabilitation in 
Germany that was absolutely contrary or different from that which 
we are pursuing in another nation ? 

Ambassador Donnetity. Mr. Senator, Austria was regarded as a 
liberated country. We were not at war with Austria. We were at 
war with Germany and it is regarded as a conquered country. That 
is the basic difference in the occupation. 
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In Austria, in 1945, they immediately elected a democratic govern- 
ment, a government with independence in the country, and it was our 
policy and that of the Western Powers to give them more and more 
independence. 

Senator Ture. What about Poland? 

Ambassador Donne.xy. I cannot speak about Poland, sir. I am 
not familiar with Poland. 

Senator Tuyr. But there again you have another problem that 
would be somewhat related to the problem in Austria, would it not? 

Ambassador Donne.ty. Not to my knowledge, sir. 

Senator Corpon. Except that we are not in Poland. 

Senator Tuyr. We are not in Poland, that is true, but we are not in 
eastern Austria, either, where we are aiding that sector that is under 
the complete domination of Russia. 

Senator E.tenper. Senator, in that connection, I might mention 
that I was in Berlin, as well as in the French, English, and our zone 
in Germany, as well as being in Austria, of course. The essential 
difference, as I see it—and I want to ask Mr. Donnelly if he will agree 
with me—is that in Austria you have the complete cooperation of 
the Russians. That is, they try to cooperate. The reason why they 
do try to cooperate, in my humble judgment, is that they are getting 
this $50 million every year out of the Austrian Government. 

Senator Tuyr. That is what I was trying to lead up to. 

Senator Exienver. But when it comes to Germany, they are try- 
ing to drive us out of there; they are trying to drive us out of Berlin, 
for instance. 

Senator Tuyr. That is what I was trying to lead up to. Here we 
are aiding them in a sector that is under the complete control of Rus- 
sia, eastern Austria. We are going about aiding them in the rehabili- 
tation of their industries. And whether it is secondary or No. 1, 
Russia is receiving the benefit of that rebuilding, because it strengthens 
its economy, whether it is in the case of food or clothing that Russia 
derives from those industries. 

Senator ELtenper. Senator, there is another difference there. Why 
is it that the Austrians in the Russian zone are cooperating with us, 
and they are voting with our side? It is because of the treatment that 
they receive there. They are not under the domination of the Rus- 
sians to the extent that the Germans are in the Russian zone today. 

Senator Tuyr. Russia has a harvest. field which we have planted 
and are constantly planting. Russia is reaping a harvest from it. 
Therefore, Russia is permitting vs to continue to nourish and plant in 
that sector of Austria that is under the Russian control. We are do- 
ing the planting and the nourishing, while Russia is harvesting by get- 
ting the benefits of those industrial plants that we bring back into 
creation, whether that plant produces food or fiber. In either case 
it is going to be a benefit to Russia if she can obtain the food and fiber. 


PAYMENT OF RUSSIAN TROOPS FROM OCCUPATION COSTS 


Chairman McKewiar. As I understand this agreement, from the 
Ambassador’s statement, the Russians are making the Austrians pay 
for the occupation costs. 

Ambassador Donnetiy. Yes. 

Chairman McKetxar. I do not know how we can justify that. 
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Senator Tuye. Mr. Chairman, I think you have touched on a very 
important question, because it makes a good place for Russia to keep 
some of her troops, and the Austrian Government is feeding and billet- 
ing those troops. Then, in the event that Russia should want those 
troops, she can mobilize from there just as easily as she could mobilize 


from her own territory. And we are permitting Russia to have all 
these troops in there. 
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Chairman McKeuxier. We are paying for our own troops over there, 
the ones we have, and, in addition to that, last year we paid $120 mil- 
lion. 

Ambassador Donnetiy. That was the level of aid. 

Senator Haypren. Senator Thye, with reference to the statement 
you just made, what is the alternative ? 

Senator Tuyr. You may well ask that, but, you know, it is like 
walking yourself into a trap; once you get your foot into it you are 
going to get hurt before you get out. And we put our foot into it in 
Austria by the kind of agreement we subjected ourselves to when we 
first stepped into the trap. No matter how we come out, we are going 
to be hurt. 

Senator Haypen. It is so much better than the German agreement. 
Senator E.nenper. Yes. I do not think there is any doubt about it. 
Senator Corpvon. May I ask one question here, Mr. Chairman ? 

Chairman McKetiar. Yes, sir. 


SCREENING OF AUSTRIAN FOREIGN AID APPLICATIONS 





Senator Corpvon. With respect to the purchases made on account of 
the Government of Austria by the use of our ECA or mutual se- 
curity aid fund, are those purchases made as a result of orders re- 
ceived by the Austrian Government from private persons in private 
industries and retail businesses ¢ 

Ambassador DonnELLY. Yes, sir. 

Senator Corpon. Is there any selection of those who are permitted 
to so purchase if they have the money ¢ 

Ambassador DonNELLY. Yes, sir. 

Senator Corpon. What is the limitation on the purchasers of the 
goods bought with the American aid dollar in Austria ? 

Ambassador Donnetty. A very careful screening operation of each 
application is made to determine if it is in the interest of Austria, if 
it is in the interest of our policy in Austria, for the development or 
recuperation of the country, or expansion of the country. 

Senator Corvon. I am just thinking of the identity of the purchaser. 
A thing might be for the benefit of Austria as such and still be under 
the domination of the Russians in their own zone. It might be for 
the interest of Austria so far as it is useful, and the application for 
purchase would be from a group of Communists in business. That 
is what I am trying to get at. Is there a screening of the persons or 
not. Frankly, 1 cannot see how there can be, but I am asking for what 
is the fact. 

Ambassador Donnztiy. Yes; there isa very careful screening. 


— a= 
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Senator Corvon. Then I assume there are some cases such as this 
in the Russian portion of Austria, where there may be this type of 
Russian store that you mentioned and no other competitive store and 
no other store or source from which the Austrian people in the area 
can purchase, except that store. Can that store purchase such goods 
as it may need, including grains, from this fund ? 

Ambassador DonnELLY. No. 

Senator Corvon. It still cannot get them? 

Ambassador Donnetxy. Absolutely not. 

Senator Corpon. In order to keep the Russians from making the 
profit on the goods, to some extent we really have to penalize the 
Austrian people who have to refrain from trading at that store, is 
that right? 

Ambassador Donne.tty. Yes. 

Senator Corpon. That is what I wanted to get at. Thank you. 


TAX SITUATION 


Chairman McKertar. A great many people in this country have 
the idea that, by the appropriation of these moneys, we are helping 
the people of Austria. But, according to the testimony here, from 
vour testimony, Ambassador, it appears that we are really doing this: 
We are furnishing the Austrian Government these moneys, and the 
only benefit that the people of Austria actually get out of it is the 
reduction in their taxes. 

How much is the entire tax bill of the Austrian Government? We 
are paying $120 million of it, that is, as of last year. How much 
did the Austrians tax themselves for government ? 

Ambassador Donnetiy. I can answer that in a moment, sir. 

Chairman McKettar. It is a very general idea that we are giving 
this money as charity to people in distress. But what we are doing 
is giving it to the Government, and they are selling it to their own 
citizens. 

The general statement on Austria is on page 71 in the justifications. 
It seems the statement here is that for all levels of government it is 
$800 million. How much of that $800 million do we pay ; $120 million ? 

Ambassador Donnetiy. That was $120 million, sir, yes. 

Chairman McKetuiar. Then we pay the tax of Austria to the ex- 
tent of one-eighth, or a little more than one-eighth, about one-seventh. 

Ambassador Donnetiy. Their tax revenue in that year, sir, was 
approximately $580 million. 


PERCENTAGE OF TAXES PAID BY UNITED STATES 


Chairman McKetiar. Of that $580 million, the United States gift 
amounts to $120 million. So that we pay what percentage? I am 
not very good at mathematics. 

Ambassador DonneEtxy. $120 million of $580 million. 

Chairman McKetrar. Is that about 20 percent of it? 

Ambassador Donnetiy. Around 15 percent, sir. 

Chairman MoKetzar. You can readily see the way my mind is 
running. We are borrowing this money from our own peaple. We 
are taxing our own people to a very great degree. While I am glad 
that Austria is improving—and I have nothing but the kindest feeling 
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toward the Austrian people—at the same time, I am wondering how 
long we can stand the drain on our own economy to carry on the 
government there. At first it was stated that we were meen the 
people in distress over there in various ways, helping displaced 
persons, and in other ways. Now it turns out that what we are 
doing is paying 15 percent of the taxes of the Austrian people. 
Lam just wondering how long we can continue that, with the enormous 
debt that we have. 

I am tremendously interested in your statement. It has been very 
enlightening. You have been very frank and you have stated the case 
as well as anybody could state it, I think. I am not complaining of 
your statement at all, Of course, you have certainly been honest and 
straightforward in making your statement. But I do not see how 
we can continue to make these gifts of taxes to the various govern- 
ments of the European countries and of the other countries. I do 
not see how we can keep that up at all. 

We are up against a tax situation such as we never had in our 
country before, and we will have to make some adjustment. 


HOUSE ACTION 


That brings me to the main question I want to ask, The budget 
allowed you $61 million last vear and $61 for the coming year. What 
did the House allow you, or have they passed it? 

Ambassador Donnetiy. They have not yet passed it. 

Chairman McKeriar. What is the amount you are asking for? 

Ambassador Donnetty. For our Government operations in Aus- 
tria? 

Chairman McKettar. Yes, sir. 

Ambassador Donne.iy. As separated from the Mutual Security 
Agency? 

Chairman McKettar. Yes. 

Senator Erzenper. You have that in your statement. 
Ambassador Donnetty. Yes. 


OBJECTIVES OF AUSTRIAN AID 


May I say, Mr. Senator, the level of aid our Government is putting 
into Austria is designed to rehabilitate the Austrian Government 
and the Austrian people. We have very carefully scrutinized every 
application for the use of American dollars or counterpart to make 
absolutely certain that the Soviets derive no benefit from it, and I 
think we can truthfully say they have derived no benefit. 

It so happens that the Soviets, by reason of an agreement that 
was reached shortly after the war, occupy an area representing 27 
percent of the population of the country. 

Chairman McKetiar. And they have the oil lands, do they not? 

Ambassador Donneuiy. They have the oil and they have three to 
four hundred factories, which they arbitrarily took over at the end of 
the war and said they were German assets.. Now, not one cent of 
American money goes into those factories or the oil fields. The only 
money we have put into what is known as the Soviet zone of Austria 
is to help the Austrian people who operate private industries. Every 
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operation is very carefully gone over to make sure there should be 
no benefit to the Soviets. 

As a result of this operation, we have in the Soviet zone and in all 
of Austria, today in Austria, sir, an Austrian population as friendly 
to the United States and the Western Powers as any country in the 
world, in my humble opinion. 

Chairman McKerxar. I am inclined to think you are right about 
that. It is some time since I have been in Austria, but I found them 
very much like the German people. They are very honest, hard-work- 
ing, intelligent people. 

So I am not gainsaying that at all. I am not disputing vour 
statement on that subject at all. But here is what bothers me. How 
long can we continue to run all these governments or to the tune of 
15 percent? Mavbe that would be an average. How long can we tax 
ourselves and make it up in our own economy to run all the govern- 
ments of the world? 

Senator Extenper. Senator, we made a start in Austria, and I 
believe that, of all the countries we are assisting in Western Europe, 
there is no country that will give more benefit for the dollars spent, 
in my opinion, than Austria. 

Chairman McKetuar. No; [ think you are mistaken there. I think 
that part of Germany that is under our control is the important cog 
in the wheel. 

Senator Extenper. I am talking about the country as a whole, 
because we are getting absolutely nothing out of that part of Germany 
that is controlled by Russia. They have complete control of that. 
Over in Austria, we are assisting the Austrians who are in the Russian 
zone, and those peonle, in my opinion, are with us as strong as any 
people in western Europe. 

Chairman McKettar. How long can we borrow money to do this? 

Senator Ervennver. I understand. 

Chairman McKetriar. That is what is troubling my mind, and I 
know that same trouble has risen in your mind, too, Mr. Ambassador. 

Ambassador Donnetty. Yes. 

Mr. Senator, we are cutting down. For example, there is $120 mil- 
lion this year. For next year the MSA is requesting $86 million, 
but what they will get, I do nut know. So it is going down. 


ATTITUDE OF AUSTRIAN PEOPLE 


But the important point is the attitude of the people of Austria. 
They have benefited from the level of aid given by the United States 
Government since 1947. There is evidence on all sides. They are 
crateful for it and they publicly admit it. In the city of Vienna we 
are completely surrounded by the Soviets. They could move in and 
tuke Vienna. But the people are not concerned, they are not afraid 
to stand up. I am not afraid of it. I have my wife and four children 
there, and a good many other Americans are living there. 

When I go into the Soviet zone of Austria, which I do frequently, 
because I want to exercise the right, I want to show the Soviets we 
have the right to travel in there. I went down and met the four Amer- 
ican aviators who were imprisoned in Hungary, and I received Bob 
Vogeler, and all that. 
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Mr. Senator, you would be very proud, you would be very happy 
to see the way the Austrian people living in that zone received a rep- 
resentative of your Government. They were just as happy as they 
could be. When they saw the American flag flying from the car, they 
were overjoyed. 

Senator E.tenper. And they were not afraid to show that. That 
is one — 

Ambassador Donnetiy. Not at all. They were looking for no 
favors from us, just very happy to see the American flag. 

Senator Hayven. Mr. Chairman, I might suggest that we give the 
Ambassador a chance to finish his statement. 

Chairman McKetuxar. Yes. 

We will let you proceed, Mr. Ambassador. 

Ambassador Donnetty. I was referring, sir, to the Allied Com- 
mission. 

Chairman McKettar. Yes, sir. 


AUSTRIAN GOVERNMENT AFFAIRS 


Ambassador Donnetty. I referred to what we called the inverted 
veto. I come now to the question of interference. It has meant, in 
practice, that the Austrian Government has been free to conduct its 
affairs without major interference from the Soviet occupation au- 
thorities. I say major interference for it sometimes happens that the 
Soviet authorities attempt to block the implementation of Austrian 
laws in their zone. We are always alert to make public issue of such 
illegal interventions, however, and I have no doubt that this vigilance, 
coupled with the Austrian resistance which I stressed earlier, has acted 
as a very real deterrent to unilateral Soviet action in derogation of 
the control agreement. The Allied Commission in Austria 1s unique 
in that it is the only place in the world today where the United States, 
France, Great Britain, and the Soviets work on a day-to-day basis. 

I doubt if anyone knows the full reason behind the Soviet action, 
but I myself believe that a partial explanation may be found in the 
carefully worked out agreement which we obtained in writing from 
them in the early days of the occupation regarding the administration 
of Austria and the rights of the occupying powers. Another reason 
may be that the Soviets have deliberately tried to maintain four-power 
machinery at one point so as not to lose all such contact with the west. 
Still another reason may lie in the principle followed by all three 
Western Powers in Austria of cooperating with the Soviets so long 
as they respect the control agreement, but of exerting all the authority 
at our command to block any Soviet violation of the agreement. The 
Soviet attitude indicates that they also are interested in maintaining 
the machinery of the Allied Commission. It is clear that the Soviets 
wish to avoid any change in their status in Austria whether it be as 
a protection for their satellite governments, Hungary and Czecho- 
slovakia, which border on Austria, their enormous unfair economic 
interests, or the strategic advantage of being so far into the west. 

I do not wish to underestimate in any way Soviet capabilities in 
Austria. They are capable of taking over complete control of their 
zone at any time, but only by force of arms. I believe the Soviets 
themselves are aware of the slow but steady decline of their influence 
over the Austrian populace and that they are aware that mere threats 
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and bullying can no longer achieve Soviet objectives. In other ways, 
too, the Soviets show their nervousness over the state of affairs in 
Austria. 


PERIODICALS BANNED BY RUSSIA 


Recently, in one of the communities in their zone of occupation, 
they banned some 50 Austrian and Western periodicals. They banned 
them because they were afraid of the truth and the objectivity of these 
newspapers and magazines. A vigilant guard is maintained over 
their forces to prevent contamination by western ideas. Fraterniza- 
tion with Austrians is absolutely forbidden. It is not uncommon of 
an evening to see their soldiers marching in military formation from 
their billets to their place of recreation. The control is so rigid that 
when a soldier leaves his billet he must state his destination, and a 
time check is kept on his departure and arrival. The desertion of a 
single Soviet soldier is enough to set off a zonal-wide manhunt while 
anti-Soviet propaganda brings an equally alarmed reaction from the 
Soviet command. 


COMMUNIST SLAVE LABOR CAMPS 


Several months ago, three Austrians were riding on the Danube in 
a boat. They paused for a moment to take a picture on the banks. 
The Soviets, thinking they were being spied on, immediately pursued 
the Austrians, opening fire with submachine guns. Recently, we pub- 
lished a map of slave labor camps in the Soviet Union. This map, 
which was prepared by the American Federation of Labor, was con- 
fiscated by the Soviets. We immediately publicized this fact. The 


publicity resulted in such a demand from the population that we were 
forced to reprint an additional half million copies. The Soviets are 
very quick to show their nervousness and tension whenever a mention 
of slave labor is made. And you may be sure we do not overlook this 
point. We also have a book circulating in Austria on forced labor 
in the Soviet Union. The Soviets have clearly indicated that anyone 
in possession of this book will be imprisoned. 

I feel that the Soviets in Austria have every reason to be unhappy. 
In 1945 the Soviets felt that there would be a Communist victory 
in Austria’s postwar elections. They have never forgotten the defeat 
they suffered at that time, nor will the Austrian people ever forget 
how they were maltreated by the Soviet soldiers when they came into 
Austria. For much of our eee of occupation Austrian resistance 
has been tempered by the hope that their treaty might always be 
near. However, since the Pomntaunitit attack in Korea and the 
valiant efforts of the United Nations forces to repulse that attack, 
a new spirit has been felt among the Austrian people. While not 
entirely abandoning hope for a treaty, they are facing the possibility 
of prolonged Soviet occupation with great courage and determination. 


SALARIES AND EXPENSES 


At this point, gentlemen, I would like to make a few remarks about 
the budget request for fiscal year 1953. We have made a careful 
and continuing study throughout the past year in order to develop 
a final estimate for funds to meet the requirements of our mission in 
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79 
Austria. The results of our study are before you in the form of the 
budget document. 

I wish to point out, first of all, that approximately $125,000 is 
included in the budget request of $3,800,000 for payment of hardship 
differentials to our staff personnel in Vienna. About a month ago, 
as a result of a general review of the hardship-differential program 
and a tightening up of qualifying standards, Vienna was removed 
from the list of hardship posts. Since we no longer shall require 
the $125,000, a fact which we have already made known to the House 
Appropriations Subcommittee, the new dollar amount that we are 
requesting you to approve is reduced to $3,675,000. 

The budget document in front of you presents, beginning on page 
88, both the dollar costs and the nonappropriated Austrian schilling 
costs side by side so that you can see the total cost of the Austrian 
program item by item. We are planning a combined dollar-schilling 
program of $9,886,893. Of this, only $3,675,000 is in dollars, and 
the rest, $6,211,893, is in schillings. Compared to 1952, these repre- 
sent a decrease of $325,000 in our request to you for dollars and an 
increase of $1,113,951 in schilling expenditures, for a net increase 
of $788,951. 

Senator Ex.tenper. Mr. Donnelly, in that respect, since you have 
decreased the dollars and increased the schillings, why would it not 
be possible to use a little more of these schillings ? 

Ambassador Donnetiy. We are, sir. We are switching, wherever 
possible, from dollars to schillings. However, we have a pay-as-you- 
go agreement with the Austrian Government, by which we must use 
dollars for certain operations. 

Senator Exttenper. This $3,675,000 is absolutely necessary, you 
could not use less dollars and more schillings, could you ? 

Ambassador Donnetty. No; we have gone into that as far as we 


can go. We always have that in back of our minds, to effect further 
economies. 





INCREASE IN LOCAL CURRENCY EXPENDITURES 


The increase in local currency expenditures is due to three factors: 
(1) The cost of one whole year of wage and price increases effective 
during fiseal year 1952—this accounts for the major increase; (2) an 
expansion in public-affairs activities and related items; and (3) the 
transfer of some dollar charges to schilling charges. The local cur- 
reney resources, from which these increases are expected to be met, are 
itemized on page 37 of the budget document and will not necessitate 
an addiidnal eppboptintion of dollars. 

As I have just mentioned, the largest share—approximately 60 per- 
cent—of the increase in schilling costs of our prorgam in Austria is 
attributable to wage and price increases. To illustrate, railroad fares 
have increased 30 percent; electricity, 42 percent; telephone rates, 122 
percent; stencils, 24 percent ; postage rates, 100 to 150 percent. These 
are the kinds of items that make up this budget. 


PERSONNEL 


Senator Know.anp. How large a staff do you have there? 
Ambassador Donnetiy. Two hundred and forty-four Americans 
and 1,678 Austrians. That seems like a large figure for the Austrians, 
21643—52——-6 
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and it is a large figure, but, sir, we operate a daily newspaper and we 
operate a radio station, a nation-wide radio station. 

Senator ELtenper. Does all of this come out of these funds? 

Ambassador Donnetiy. Out of the dollars and schillings; yes, sir. 

Senator Knowranp. How many consulates do you have in Austria? 

Ambassador Donnetity. We have two. We have a consulate in 
Vienna and a consulate in Salzburg. 

Senator KNow.anp. What was the diplomatic representation there 
prior to World War IT? 

Ambassador Donnetty. In numbers, sir, I do not know. I will 
have to get the figures. 

(The information referred to follows :) 


The United States diplomatic representation in Austria in 1939, at the out- 
break of World War II, was 10 Americans and 39 Austrians. 


PERSON NEL DECREASE 


Senator E.tenper. To what extent have you decreased your force 
last year, both Americans and Austrians? 

Mr. Transtrum. Our figure last year was 257 Americans and this 
year it is 244. That is a decrease of 13. Our local employee figure of 
last year was 1,788, as against 1,678 for 1953. 

Ambassador Donnetiy. This, gentlemen, is a broad outline of the 
situation in which we are working in Austria. I have purposely not 
gone into the details of our operations feeling that I could perhaps 
give you the information you want regarding our civil-affairs 3. 
our public information program, and our other activities in reply to 
your questions. 


COOPERATION OF MILITARY FORCES 


In closing, however, I should like to say a word about the excellent 
cooperation between my office and the military forces in Austria that, 
until recently, were under the command of Lieutenant General Irwin. 
As you may know, he suffered a serious illness but is recovering. The 
same spirit of cooperation, however, is being carried on with his suc- 
cessor, General Hays. Although General Hays’ headquarters are in 
Salzburg, there is constant liaison between us and our work is fully 
coordinated. We are both fully conscious that the attainment of 
American objectives in Austria requires real teamwork between our 
two organizations, and we are determined to have it. The mainte- 
nance of an adequate American military force in Austria is of vital 
importance and I want to give the military command full credit for 
its part in the accomplishments we can show to date. 

I would also like to mention the effective cooperation which exists 
between my office and the Special Mission for Economic Cooperation 
under Minister C. E. Meyer. In this field, too, there is complete co- 
ordination of our work for the accomplishment of our objectives. I 
think I can speak for General Hays and Minister Meyer as well as for 
myself in saying to you that the three of us consider ourselves a team 
whose sole purpose is to do the job. 
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STAFF OF ECONOMIC MISSION 





Senator Know1anp. How large a staff is the economic mission 
there? 

Ambassador Donnetiy. 55 Americans and 75 Austrians. 

Senator Know anp. That is in addition to the figures you have 
given us, is it? 

Ambassador DonnELLY. Yes, sir. 

This is all I have to say in the way of general remarks on our esti- 
mates. My associates and I will be glad to answer any questions you 
may raise. 


RADIO STATION 





Senator Knowxanp. Is this radio station you run part of the Voice 
of America set-up, or is it separate? 
Ambassador DonnELLY. It is known is the Red-White-Red, which 
are the colors of Austria. 
Senator E.ienver. Is it strictly Austrian ? 
Ambassador DonneELLY. Yes. 
Senator Know.anp. Is it known to be operated by us? 
Ambassador DonnELLY. Yes, sir. 
Senator KNow.anp. Or is it covert ? 



























, 4 Ambassador Donner. No, sir; it is overt. 

; 3 UNITED STATES GOVERNMENT NEWSPAPER 

; a 

) q Senator KNow.anp. How about the newspaper you publish ? 
7 Ambassador Donnetiy. It is known to be American, sir. It has 
q the largest circulation in the country. It is a small country. The 
‘ circulation is 130,000 daily. 

; q Senator Eiitenper. Do you sell those papers ? 

’ 3 Ambassador DonnELLY. Yes, sir. We sell them in strict accord- 

° 3 ance with the other newspapers, at the same price. 

2 { Senator Ettenver. Do you derive a profit from that venture ? 

, a Ambassador DonneLiy. No, sir. 

i q Senator KNow.anp. How much of a loss does it represent ? 

y 4 Ambassador Donnetiy. About half a million dollars. 

f 3 Senator KNow.anp. A year? 

r 4 Ambassador DonnELLY. Yes, sir. 

- d Senator Knownanp. Are there not any Austrian newspapers be- 
q ing published there ? 

r Ambassador Donnetty. Yes, sir; there are. There are several 

newspapers being published in Vinna and Salzburg, but they are sub- 

S sidized by their political parties, except for the independent news- 

n papers. 

- Senator Knowtanp. Of course, I happen to be a newspaperman. 

I I, frankly, take a dim view of the Government’s being in the news- 

r paper business either abroad or over here. I think it is a bad prac- 

n tice. I do not think it can be justified, and I would like to get a 


breakdown of the operating costs of your paper over there, and else- 
where, if you have it. 


Ambassador DonnELLY. We will be very glad to furnish it. 
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(The information referred to follows :) 
Dollar and deutschemark expenses and revenues for Die Neue Zeitung published in 
Germany by HICOG, fiscal year 1952 
[Deutsc2emarks expressed in dollar equivalent at 4.2 deutschemarks er dollar) 


| } | 
Ae marks | pDelthes 
| 


penses: 

Editorial costs__- 5e'da webey<puiin diced eee | $1, 050, 632 
Distribution costs. _____. Wwe er Tre 551, 892 aes cu 551, 892 
Printing costs ___--- ; viene acts ane aate wanna 838, 860 
Newsprint costs. - -..__.-- : ‘ hee 500, 500, 000 


NINE 0s. 25055c hicaseatinduncehermaleeens ao 2, 418, 384 523, ' 2, 941, 384 
Revenues: w : | , tea 
ER son F dared buceehinane cee corn oka tee caaeal . 303, 476 | , 1, 303, 476 
Less returns. - -.- eee soeblL ade. SSB} ..6$ 35 22220. 5] —~ 201, 324 
Less allowances and eredits___-_-__- Re a 5 Dis ek da ae — 68, 700 


Net sales ‘ ‘ wae af 1, O88, 482 |... ~~... c4e6] 1, 033, 452 
FR RE OE WATTS DONO on cs 5 hsp te teens nein 31,644 |... adie 31, 644 


Dah NN isi at cc nae 1, 065,096 |..... 2... 1, 065, 096 


Note.—The expenses indicated in the table above do not include dollar and deutschemark costs for 
common administrative services. They also exclude the salaries of those American personne] who work 
on other public affairs activities in addition to Die Neue Zeitung. 


Dollar and Austrian schilling erpenses and revenue for the Wiener Kurier published 
in Austria by USCOA, fiscal year 1952 


{Schillings expressed in dollar equivalent at 26 schillings to the dollar] 


Schillings Dollars | Total 


| hs Gist fo. 

Expenses: } } 
(1) Salaries and wages. | $195, 769 | | 22, 769 
(2) Newsprint___-_. | 700, 846 , 700, 846 
(3) Supplies and equipme nt. pees dnee pee} 10, 385 | 25, 385 
(4) Printing costs : : ; 323, 077 | ao .8 323, 077 
(5) News, talent, and copyright services and fees 52, 088 62, 038 
(6) Taxes, advertising, commissions . badass s 66, 923 |---=-- 5 66, 923 
(7) Rents and utilities __ ee oe ; 1,231 7 ate 1, 231 
() Other qunti ss 3 6556 -k sks se cae i i 46, 288 |... wea 46, 288 


Tete Genes so ooo cs 4 | 296, 557 f 1, 448, 557 


Revenue: 
Sales__.. i teeas A eee eee 703, 846 
Advertising _. conn Ginnie : 165, 385 |...... anil 165, 385 
MSA contribution 30, 769 MGs aeeed 30, 769 
Miscellaneous (sale of waste paper, ete.) entek cael 20, 769 20, 769 





Tinka MeN ics os cece 54 cs deci Af 920, 769 


Note.—The expenses indicated in the table above do not include dollar and schilling costs for services 
provided by USCOA’s Administrative Division, such as fiscal, personnel, and general services functions. 


PUBLICATION OF NEWSPAPER BY UNITED STATES GOVERNMENT 


Senator Knowianp. About what size paper do you have? 
Ambassador Donnexity. We do not want to stay in the newspaper 
nase, We would like to get out of it. The newspaper was estab- 

ished in 1945 to convey our message to the Austrian people. The 
reason we are in it today, Mr. Senator, is that the Soviets, the Com- 
munists, have newspapers which serve as the mouthpiece for their 
program. 

Senator Know.anp. I still do not believe it is good practice and 
that we can do this around the world. I think ultimately we are going 
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to lose some of our good will, because inevitably you are going to get 
a situation like we have today with the Voice of America program 
in Korea, where it is being used to undermine the Government to 
which our people are accredited. I think you are going to get ulti- 
mately some adverse reactions as there is at least the implication that 
you are interfering in the internal affairs of a foreign government. 

ou cannot run a newspaper without ultimately getting some re- 
action of that kind. 

Senator Ettenper. Who supervises that operation ? 

Ambassador Donnetxy. It is supervised by our staff of Austrians. 
It is a very strict policy, Mr. Senator. We do not engage in editorial 
comment, and so on, on internal affairs. Our newspaper is limited 
to presenting the straight news, international or domestic news, with- 
out any comment. 

Seenator Exxtenper. Did you have no editorial page at all? 

Ambassador Donnetiy. We have an editorial page; but we do not 
editorialize on internal affairs. 

Senator Knowtanp. Of course, the theory of this Voice of America 
broadcast to Korea was that they were merely reporting the edi- 
torial comments from American papers, but the fact of the matter, 
apparently, was that most of the comment was adverse and under- 
mining the Government of the Republic of Korea out there. I think 
that is an abuse of our privilege, and I think it is going to ultimately 
react adversely on the whole Voice of America program. 

Ambassador Donnetty. Senator, it is a very strict policy not to 
interfere in any way with the internal affairs. 

Then you may wonder about circulation. We do not force our 
circulation. We do not go out and try to compete with existing news- 
papers. We are trying to present our message to people who read 
our newspaper because they get facts and information on internal 
and external affairs without any political flavor at all. Most of the 
other newspapers are affiliated with either party, as is true with so 
many of the European countries. There are some independents, and 
we work very closely with them. We make it a point not to compete 
with them. We follow their subscription price. We do not go out, 
for example, and solicit advertising. That advertising would go to 
the other newspapers. 

But the policy of our Government has been to keep that newspaper 
alive so long as the Soviets and the Communists have their newspapers 
there. The Soviets have a daily newspaper and the Communists 
have eight. 


SUBSIDY TO NEWSPAPERS OPERATED BY GOVERNMENT 


Senator Knowrianp. Mr. Chairman, I would like to get from the 
State Department the number of newspapers that we are operating in 
Europe today, by countries. I would like to get that figure. 

Chairman McKetuiar. Mr. Humelsine, can you get that for us? 

Mr. Humerstne. Yes, Mr.Chairman. We operate two; one in Ger- 
many and one in Austria. 

Senator Ertenper. Mr. Donnelly, this loss you sustain on the news- 
paper each year I presume is a part of the $9,886,893 that you are 
asking to be appropriated ? 

Mr. Transtrum. That is right, sir. 
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SOURCE OF FUNDS 


Senator Exnenper. You say the number of dollars you are asking for 
is $3,675,000 and 6,211,893 schillings. Are those schillings obtained 
out of the Austrian economy ? 

Mr. Transtrum. Would you like me to answer that, sir? 

Ambassador Donnetiy. Yes. We have a breakdown of that. 

Mr. Transtrum. The schillings are available from four sources. 
One is the operating revenues which come in from the operation of the 
radio network and the issuance of a newspaper and similar items, small 
sales at information centers, and so forth. We expect that in 1953 to 
amount to $1,384,000 worth of schillings. The second source is a con- 
tribution that the MSA mission makes in Austria to joint public 
affairs projects, publicizing various types of our program in Austria. 
We expect that in 1953 that will amount to $601,000 worth of 
schillings. 

We expect to get a certain amount of the ECA or the MSA surplus 
5 percent schillings in 1953, but at the moment we don’t know what 
that will amount to. We leave that item blank because we have no 
idea what it will amount to. We expect some, but we don’t know what. 
There are surplus property credits available in Austria amounting to 
$8,211,000 worth of schillings. 

Now, the amount we are asking in schillings for the operation in 
1953 is available from those four different sources. 

Senator Etrenper. Are any Americans that are now in Austria 
paid out of the shilling funds? 

Mr. Transtrum. Their salaries are not paid out of that, sir, but 
their allowances and traveling expenses and every expense we can 
meet with regard to the personnel is paid from shillings. 

Senator ELtenper. Thank you. 

Chairman McKetrar. Mr. Ambassador, I would like to say you 
have made a very interesting and instructive address. What I said 
before was not meant as criticism of you in any way in the world. I 
am just wondering how long we can stand the enormous burden we 
have assumed in all these countries. That is no criticism of you 
at all, because I have been very much enlightened and instructed by 
what you have had to say. 

Senator E:itenver. Senator, I had occasion to visit with the Am- 
bassador and stayed around his place for a while. He is doing a good 
job over there, I can assure you of that. 

Ambassador Donnetty. Thank you. I am very proud to have 
the opportunity to represent our great Government in Austria, to be 
with the Austrian people, and to show the Soviets that we are in 
earnest. We are not going to bow to them at all. They buzzed me 
the other day in an airplane. 

Chairman McKetuar. Yes. I have a memorandum here that says 
you were buzzed by the Russians. 

Ambassador Donnetty. Yes. That was about a week ago. 

We adhere to our principles as a good American Government. Our 
policy in Austria is that as long as they leave us alone and the 
Austrian people alone we will have something resembling order, but 
if they infringe on the rights of the Austrian people or_gurselves, 
they hear from us. 
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Senator Knowxanp. Mr. Ambassador, I want to join with what 
Senator Ellender has to say about the Austrians. I have not been 
there since 1947 or 1948, but I was also very much impressed by the 
courage of the Austrian people and by the leadership which I think 
they have shown in that country in standing up to the Russians. I 
think that is one of the greatest spots, from a morale point of view, 
although they do have some economic problems. 

Ambassador Donnetty. Yes. 

Chairman McKetxar. It is a long time since I was over there, but 
the Austrian people struck me in the same way that they impressed 
Senator Ellender and Senator Knowland and the way they have im- 
pressed you, Mr. Ambassador. 

We are ee to you for your statement. 

Ambassador Donnetty, Thank you, Senator. 


Chairman McKe iar. If there is nothing further, the committee 
stands in recess. 

(Thereupon, at 1 p. m. Friday, June 18, 1952, the committee re- 
cessed, subject to the call of the Chair.) 





